In this paper, we provide a brief overview of U.S. tax policy in relation to other OECD countries and also in some cases, in relation to world averages. The U.S. tax code emerges in our analysis is exceptional in many regards. Most countries have gradually moved toward collecting a large share of their revenue from value added taxes. This movement has generally allowed countries to reduce income tax rates relative to the U.S. The U.S. tax code also redistributes income significantly more than most of its trading partners.
Introduction
In this paper, we trace the historical changes in virtually all forms of taxation across countries and over time. For practical as well as expositional reasons, the focus of the paper is mostly on the U.S. and other OECD countries. These countries have relatively better and more consistent data available and are fairly similar in their economic, political and social characteristics. However, wherever sufficient data are available, we also provide trends in other countries around the world.
In the sections that follow, we describe trends in 10 different tax rates between Section II describes the data and the sources of the data. Section III describes trends in tax rates and tax revenues. Section IV offers a brief discussion of the proposed tax hike under the new administration and Section V concludes. while VAT rates are available through 2006. Note that any tax rate constructed using either the payroll or the value added tax will therefore have data available only until
II. Data Sources
2004. This applies, for instance, to our progressivity measure. When measuring progressivity using only the personal tax rates, the data are available through 2007.
However, when we include a more comprehensive measure of labor taxation, which includes not just the personal tax rate but also payroll and value-added taxes, these data are available through 2004 only.
1 Access to the data can be made available upon writing to the authors. 2 It is important to keep in mind that the countries included in the world averages are not the same group for every calculation. Where relevant, we highlight the importance of this in the text below.
We also provide charts showing the distribution of countries at different tax rates or revenue levels, at different points in time. For these distribution charts, we show the earliest year available (i.e. 1981) , the last available year and an intermediate year.
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III. Tax Rates and Revenues in the OECD
III.A. Corporate Income Tax Revenues
To enable meaningful comparisons of corporate tax revenues across countries, we scale tax revenues in each country by GDP. In the charts shown here, (and all other charts to follow), we show separate trend lines for the U.S. and the other OECD countries to
show the country's historical and current position relative to other OECD countries. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 OECD Average USA and peaked in 1995. Japan is another country that has seen a decline in the revenue to GDP ratio over this period. In 1981, Japan raised more than 5 percent of its GDP from corporate tax revenue while in 2005 it raised close to 4 percent.
There are a number of reasons for the variation in corporate tax revenues over time. Auerbach and Poterba (1988) consider the sources of the gradual decline in U.S. corporate income tax revenues over the period 1959 -1985 Douglas (1990) does a similar analysis for Canada over the period . Neither decline is visible in our charts.
Both papers decompose the tax revenue share into the tax rate and the profit rate. Both studies conclude that it is declining profitability, rather than declining tax rates, that explains the bulk of the reduction in corporate income tax revenues.
For the more recent period, Clausing (2007) for OECD countries to engage in base-broadening tax reform efforts over this period. The best treatment of these trends in the prior literature is Devereux et al. (2002) . After a detailed examination of data from 16 OECD countries, the authors present the broadening of the corporate income tax base as a stylized fact of their time period (1982) (1983) (1984) (1985) (1986) (1987) (1988) (1989) (1990) (1991) (1992) (1993) (1994) (1995) (1996) (1997) (1998) (1999) (2000) (2001) , a time period which closely overlaps with that under consideration here.
Any discussion of revenues, however, is incomplete without an analysis of trends in corporate tax rates which we turn to in the next section. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 World Oct. 27, 2008 , p. 419, Doc 2008 -18748, or 2008 Another approach for calculating effective tax rates, developed by economists, is to calculate the ‗‗tax wedge'' between the pre-tax and post-tax internal rate of return on a new investment that either just breaks even or earns a higher rate of return due to some element of market power. To calculate these rates, we used the methodology discussed in Reporting, '' Tax Notes, Nov. 3, 2008 , p. 563, Doc 2008 -22309, or 2008 Devereux and Griffith (1999) . The approach in the paper is to consider the net present value of the income stream from an investment and the net present value of the cost of the investment. In the usual fashion, the effective marginal tax rate ( A is the net present value of tax allowances per unit of investment and i is the statutory tax rate. In other words, the EATR summarizes the distribution of tax rates for an investment project over a range of profitability, with the EMTR representing the special case of a marginal investment. We computed the EATR and the EMTR for all countries in the sample and for each time period using the methodology outlined in Devereux et al. (1999) , assuming fixed parameter values for the economic depreciation rates, the inflation rate and the annual discount rate. That growth increased the ratio of income taxes to GDP by 2 percentage points-from 9 percent to just over 11 percent, a historic high. In the following four years, that trend reversed, and individual income taxes dropped precipitously, falling to 8. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 There are also large differences between countries in the development over time. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 World year, a drop of 4.9 percentage points in the employment-population ratio, and a rise in the shadow economy equal to 3.8 percent of GDP. It also leads to 10 to 30 percent lower employment and value added shares in retail trade and repairs, eating, drinking and lodging, and a broader industry group that includes wholesale and motor trade.
III.B. Top Marginal Corporate Tax Rate and its Distribution
III.F. Progressivity
The overall system of taxation in the United States is progressive. By a progressive tax system, we mean that the percentage of income an individual (or household) pays in taxes tends to increase with increasing income. Not only do those with higher incomes pay more in total taxes, they pay a higher rate of taxes. For example, a person making $100,000 in a year might pay 25% of their income in taxes ($25,000 in taxes), while someone with an income of $30,000 might only pay a 10% tax rate ($3,000 in taxes). A tax system may also be regressive or proportional. A regressive tax system is one where the proportion of income paid in taxes tends to decrease as one's income increases. A proportional tax system simply means that everyone pays the same tax rate regardless of income. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 USA OECD Average Ratio of Personal Income Tax Rate for 50% Below Average Income to Top Rate *Rates are central government rates implement across countries without detailed knowledge of tax codes, income distributions etc. A more direct measure that we propose is to look at the ratio of the tax rate imposed on the lowest income households to the tax rate imposed on the higher income households. The higher the ratio, the less progressive is the tax system since it imposes a relatively higher tax rate on the lower income classes. To enable comparisons across countries, we further weight the top rate by the Gini coefficient of income inequality for each country. This captures the idea that for two countries with the same ratio of the bottom to the top, the country with the greater degree of inequality would be deemed to be more progressive because its weighted ratio would be lower than for the country with a lower degree of inequality.
In particular, we look at the inverse of the ratio of the tax rate in the top income bracket to the tax rate that a person with an income below 50 percent of the average income for the country would face. The only data that we need to carry out this analysis is data on the tax brackets in each country, the tax rate in each bracket and the incomes to which they apply and also the average GDP per capita (with all the relevant variables being denoted in terms of the local currency).
The chart shows how the U.S. compares to the other OECD countries, when we average the ratio for the other OECD countries. Using this measure, the U.S. had a progressivity ratio of 0.27 in 1981, while the average for other countries was about 0.29.
The high number for the other OECD countries is driven by the rates in countries like Australia, Austria, Canada, Finland and Ireland which had ratios close to or above 0.5. 
III.G. Value Added and Sales Taxes
Value Added taxes (VAT) and sales taxes are different forms of consumption taxes. A consumption tax is a tax on spending on goods and services. In other words, the base for the tax is consumption expenditures, rather than income. remained fairly constant at about 5 percent. Therefore, as of now, the U.S. does not have a huge reliance on consumption taxes as opposed to the other OECD countries.
III.H. VAT and Sales Tax Revenues
Consumption taxes are a significant source of revenue for governments. Today, they account for more than 30% of overall taxation in OECD member countries.
However, the composition of these revenues has changed over the past thirty years.
Thirty years ago they were mainly taxes on specific goods and services such as excise taxes, whereas today general consumption taxes (mainly value added taxes) constitute the majority of consumption tax revenues. 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 OECD Average USA historically, the share of GDP derived from sales taxes has been fairly stable in the U.S., while revenues in other countries have been rising rapidly. This is the consequence of increasing consumption expenditures linked to economic growth and a growing reliance on VAT as a critical part of overall revenue generation.
III.I. Top Marginal Employee and Employer Payroll Tax
In the U.S., most income from wages and self-employment is subject to payroll taxes that help fund Social Security's Old-Age, Survivors, and Disability Insurance 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 World 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 World 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 World Average to the far left of the peak of the distribution, with rates substantially lower than the average for the OECD countries. This is similarly true when we compare the U.S. to all other countries around the world. It is also true when we compare the U.S. to other OECD countries on the basis of employee payroll tax rates.
III. J. Combined Tax on Labor Income
In this final section, we look at the total tax on labor income, when we include the top personal tax rate, plus the payroll tax. In addition, individuals have to pay consumption taxes, every time they spend their labor income.
Therefore, in computing the total tax on labor income, we need to Ratio 1981 Ratio 1983 Ratio 1985 Ratio 1987 Ratio 1989 Ratio 1991 Ratio 1993 Ratio 1995 Ratio 1997 Ratio 1999 Ratio 2001 Ratio 2003 Ratio 2005 Ratio 2007 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 that workers in the U.S. are better off than workers anywhere else in the world when it comes to labor taxation.
In fact, using the same measure of progressivity that we had defined earlier, but now using the combined tax on labor income to define the ratio of taxes paid by those with incomes 50 percent below the average to those paid by the top, we can see that the 11 The formula that we use to calculate the overall rate of taxation is as follows:
This formula accounts for the fact that the VAT rate is tax-exclusive. For the U.S., we substitute sales taxes for VAT since they are applied the same way. the Obama plan were adopted, this would significantly affect the U.S. ranking. As is clear from the graphs, these proposed changes will increase the overall taxation of labor income in the U.S., pushing it up to the middle of the distribution. 
V. Conclusion
In this paper, we have attempted to provide a brief overview of U.S. tax policy, in relation to other OECD countries and also in some cases, in relation to world averages. It is clear from this discussion that while the U.S. currently does well in terms of labor taxation, it is out of line when it comes to corporate taxation. The U.S. has one of the highest corporate tax rates in the world, while at the same time it earns relatively low levels of corporate tax revenue when compared to other countries. Several authors have hypothesized that the U.S. corporate tax rate is currently higher than the optimum rate determined on the Laffer curve, so that lowering rates could actually raise revenues. This is clearly an area that deserves attention in the framing of future U.S. tax policy.
In terms of top marginal personal tax rates and revenues, the U.S. is relatively better off than the average OECD country, with consistently lower rates and somewhat higher revenues than the other OECD countries.
The paper also compares the progressivity of the U.S. tax system by using a simple ratio of the personal tax rate faced at the bottom end of the income distribution to the tax rate faced at the top. Currently, the ratio is significantly lower for the U.S. i.e. more progressive relative to the OECD average, though historically, there have been periods when high rates of personal income taxation at the top have caused the U.S. to be significantly higher than the other OECD countries.
Finally, if we compare the total taxes on labor income (which include payroll and consumption taxes) in the U.S. to other countries, the U.S. does remarkably well in imposing some of the lowest rates of overall taxation. The paper however cautions that this picture could be reversed in the future if the Obama administrations' plans to raise the top marginal personal and payroll tax rates and phase out the Bush tax cuts, materialize.
1.03. However, in some cases this is not possible since the surcharge applies only if the tax liability is above a certain level. In such cases, the marginal tax rate would vary for the high income and the low income groups depending upon the actual tax payments (net of deductions etc). If no further information is provided, in such cases the surtax is not included. For example, in Korea 1981 Korea -1990 , there is a 10% defense tax on tax payable, which is increased to 20% for higher tax payers. The 20% surtax is not included in this database, while the 10% surtax is applied to all income levels. Apart from the various surcharges and additional contributions imposed on the marginal tax rates, we have had to make certain assumptions while dealing with the data. Some of these are listed here. For more detailed notes, we would refer you to the AEI International Tax Database.
In Saudi Arabia, Saudi owned enterprises and the Saudi portion of joint enterprises are not subject to the corporate income tax. We have used the tax rate applicable to foreign firms.
In Thailand for certain years, the tax rate for companies listed on the stock exchange was lower than for those companies not listed on the exchange. We have used the rate for companies listed on the stock exchange. This is also true of Pakistan, where different rates apply to publicly listed companies compared to non-publicly listed companies. We have used the rate for the former.
In Canada, the national corporate tax rate is reduced by 10% to allow the provinces and territories room to impose corporate taxes. In general, whenever a country allows deductions of the local corporate tax from the national tax, these deductions are taken into account.
In Spain, there is a reduced rate for qualifying small businesses who earn up to a certain level of income (the actual number varies across years). This is not taken into account since it is not possible to distinguish between types of businesses or the number of years they are in operation. 
